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SUB J : CIV AIR - FOREIGN GOVERNMENT SUBSIDIES TO FOREIGN AIRLINES 
REF: A. STATE 162608; B. QUITO 5030 

1. THE COMPLETION OF THE GOE TAKEOVER OF EMPRESA ECUATORIANA 
DE AVIACION (EUCATORIANA) (REFTEL B) ON JUNE 30 NOW PLACES TWO 
OF ECUADOR'S AIRLINES IN GOVERNMENT'S HANDS. TRANSPORTES AEREOS 
NACIONALES ECUATORIANSO (TAME) IS A GOVERNMENT OWNED AIRLINE 
WHICH OPERATES WITHIN THE COUNTRY. THERE IS NO HISTORICAL BASIS 
FOR A REALISTIC EXPECTATION OF AN ADEQUATE ECONOMIC RETURN ON 
THE CAPITAL INVESTED IN ECUATORIANA SINCE IT HAS A LONG HISTORY 
OF FINANCIAL TROUBLES. TAME HAD BEEN OPERATING PROFITABLY UNITL 
IT ACQUIRED 96 PERCENT OF ECUATORIANA'S SHARES IN 1972 AT WHICH 
POINT IT TOO BEGAN TO FACE FINANCIAL DIFFICULTIES. THERE IS 
LITTLE DOUBT THAT GOE'S ACQUISITION OF ECUATORIANA CONSTITUTES 
A SUBSIDY AS PER PARAGRAPH 1-A OF REFTEL A. NEWSPAPER EDITO- 
RIALS ASKED FOR GOVERNMENT CONTROL OF ECUATORIANA TO SAVE THE 
ONLY ECUADOREAN PASSENGER AIRLINE OPERATING OUTSIDE OF ECUADOR. 

2. ECUATORIANA'S CONTRACT FOR THE PURCHASE OF 2 BOEING 720'S 
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ECUATORIANA, HAD IT BEEN A PRIVATE FIRM, WOULD HAVE BEEN HARD 
PRESSED TO OBTAIN FINANCING FOR THE PURCHASE GIVEN ITS POOR DEBT- 
SERVICING PEFORMANCE IN THE PAST. THE FIRM HAD BEEN ON THE 
VERGE OF BANKRUPTCY IN 1972 WHEN TAME STEPPED IN TO SAVE IT. 

IT WAS AGAIN ON THE BRINK OF COLLAPSE, DRAGGING TAME WITH IT, 

WHEN THE GOVERNMENT STEPPED IN ON JULY 31. 1974. 

3. TAME HAS AN ADVANTAGE OVER SAN AND SAETA, BOTH PRIVATELY 
OWNED COMPANIES WHICH OPERATE WITHIN ECUAODR. IF A SAN OR 
SAETA FLIGHT BECOMES LUCRATIVE BECAUSE PASSENGERS PREFER TO FLY 
AT THAT TIME, THE GOVERNMENT BY DECREE GIVES THAT PREFERRED 
TIME TO TAME. IN THE PAST, SAN AND SAETA, IN PARTICULAR, HAVE 

BERN THE PREFERRED MEANS OF TRAVEL BETWEEN QUITO AND GUAYAQUIL. 

4. COL. (RET) GONZALO FERNANDEZ, GENERAL MANAGER OF ECUATORIANA, 
INOFMRED EMBOFF THAT GOE WILL SOON ISSUE A DECREE REQUIRING ALL 
GOVERNMENT PERSONNEL TO TRAVEL VIA ECUATORIANA. THE REQUIREMENT 
WILL INCLUDE ALL OTHER PERSONS WHOSE FARE IS PAID BY THE GOVERN- 
MENT, FOR EXAMPLE GOVERNMENT SCHOLARSHIP RECIPIENTS. HOWEVER, 
FERNANDEZ SAID HE DID NOT BELIEVE MAIL WOULD BE REQUIRED TO BE 
SENT VIA ECUATORIANA SINCE FLIGHTS ARE LIMITED TO LIMA, CALI, 

BOGOTA, PANAMA, MEXICO CITY, AND MIAMI. 

BREWSTER 
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